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THE HEADS OF THE GERMAN UNIVERSITY MEDICAL SCHOOLS OF THE LATE-
nineteenth century who contributed richly to building the foundations
of modern scientific medicine were entitled ‘professor honorarius’. They
were demi-gods and they had a counterpart in Australia.

During the 1950s and early 1960s hospital administrators travelled
to the provincial city of Newcastle, New South Wales, to meet Dr C.
J. McCaffrey, Medical Superintendent of the Royal Newcastle Hospital
(RNH).* McCaffrey had developed a number of management systems
designed to improve the hospital’s efficiency. While some contempo-
rary observers pronounced him a far-sighted pioneer in hospital admin-
istration, others thought he was fostering a dangerous Socialist plot.

McCaffrey believed that the management of most Australian hos-
pitals was inefficient and that the needs of the patients were lost in the
authoritarianism of the institutions and the ambitions of the medical
staff. He would have supported the views of one hospital historian
who wrote ‘a hospital is, of all social institutions, the one in which
perhaps the greatest mixture of motives, the most incompatible of ambi-
tions and the most vexatious vested interests are thrown together’.?

In 1939, McCaffrey began an experiment in Newcastle Hospital
(NH)—from 1949 known as the Royal Newcastle Hospital—to
develop systems of administration, service organisation and medical
care that were new to Australia. In so doing, he built an institution
that focused primarily on the welfare of the patient; it was efficient,
cost-effective and conducted with an awareness that the hospital was
a publicly funded institution. McCaffrey concentrated on increasing
the effectiveness of management through the creation of a unity of
executive control and establishing clear lines of responsibility. Many
of his innovations would eventually be adopted in other large hospi-
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tals but, at the time, they defied the prevailing medico—political order
and ignored current conventions of hospital management.

While much has been written about the development of public hos-
pitals in Australia, the accounts have largely described the develop-
ment of clinical services and the work of doctors as clinicians and
researchers. There has been little analysis of how those hospitals were
managed. This is partly because management was diffuse and largely
a background activity. Hospital executives did not hold the powerful
position they acquired later in the twentieth century.

This paper examines the strategies McCaffrey used to realise his
vision for a new sort of hospital. His plans achieved a great deal of
success despite the challenges posed by rapid developments in scien-
tific medicine and a hostile medico—political environment. The exper-
iment came to an unfortunate end in 1964, not so much from faults
in the schemes but from human frailties.

Australian public hospitals

Throughout the first half of the twentieth century large Australian pub-
lic hospitals, previously institutions for the indigent, expanded to pro-
vide more sophisticated services for patients of all social classes. The
hospitals were nominally controlled by boards of management, but
their policies were largely determined by the senior doctors, the hon-
orary medical officers.?

The honoraries were responsible for the treatment of the patients
and they used that role and their possession of expert medical knowl-
edge to influence board decisions. They received no remuneration for
treating public patients, but the positions gave them the privilege of
admitting their own patients to the private beds in the public hospital
and access to investigative and therapeutic resources that were gener-
ally better than in any private hospital. Honorary positions, particu-
larly in teaching hospitals, were keenly sought because they also brought
high professional status. Their place, however, in the organisational
structure of the hospital was unclear. They were not employees and
they had no formal contracts with the hospital, which allowed them
a substantial degree of autonomy. Amongst themselves they also acted
independently as they were competing outside in private practice. Such
independence created difficulties for hospital administrators.

Other forces in the hospital were less influential. Nurses were the
most numerous of the staff and their head, the matron, was often a
very powerful figure, but her authority was largely limited to her own
domain. In administration, the secretary/manager filled an account-
ing/ housekeeping role, while the medical superintendent was usually
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a relatively junior doctor who had no jurisdiction over the honoraries.
The lines of authority in the hospital were poorly defined, and increas-
ing medical specialisation enhanced the problems.

Specialisation

During the twentieth century, and particularly following World War
I, specialisation, driven by rapid advances in medical science and tech-
nology, dominated the development of medicine in Australia. Specialists
needed access to the large public hospitals to acquire and maintain the
knowledge and skills on which their professional status depended. The
hospital was the specialists’ workshop, offering them a large number
of patients with a wide range of clinical problems, and providing expen-
sive equipment and supporting staff.*

Hospitals also needed specialists to contribute to the development
of services. Medical science and technology made possible advances
in diagnostic and therapeutic processes, which demanded more of the
specialists’ intellectual energy and more of their time. It was no longer
sufficient that they visit the hospitals two or three times a week, as
previously, leaving most decisions to junior doctors with limited skills
and experience. However, the honorary medical officers had other com-
mitments as most were also in private practice, the only place where
they could earn a living. This led to serious conflicts of interest for
doctors between their obligations to their hospital appointments and
their need for private work. The situation was unsatisfactory for hos-
pitals, but most were forced to accept it because the honorary staff
and the British Medical Association (BMA), NSW branch, fiercely
opposed any changes to the honorary system. There were some admin-
istrators, however, who put the needs of the hospital and its patients
first. One of these was Dr C. J. McCaffrey at Newcastle Hospital.

Newcastle Hospital / Royal Newcastle Hospital

Newcastle Hospital was established in 1817, at the mouth of the
Hunter River, as a military hospital for the penal colony. It later became
a hospital for the indigent and in 1932 a community hospital to serve
the whole of the population.® With 350 beds by 1942, the institution
provided the major services for Newcastle and the surrounding areas.®
It was also a suitable size for a significant hospital experiment, and
even a controversial experiment could be conducted with little effec-
tive external interference. For although Newcastle was the sixth largest
city in Australia, its political and commercial development suffered
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because it was not a State capital. The area attracted little political
attention because both its Federal and State electorates were largely
safe Labor seats. Newcastle was also distant from the conservative med-
ical forces in the capital cities and their teaching hospitals. From neces-
sity the city had long been accustomed to standing alone in meeting
the needs of its citizens.” The city hospital, NH, had also shown a will-
ingness to be independent.

The Starr period

In 1933 the NH Board of Management decided that the hospital should
be more ambitious and provide medical facilities matching those of
the metropolitan area. It appointed a Medical Superintendent, Dr
Kenneth Starr from Sydney Hospital,® who was experienced in
surgery and had shown an aptitude for administration. Starr fostered
specialisation by creating specific honorary positions in, for example,
surgery, gynaecology and internal medicine. Appointees practised only
in their particular category and were expected to hold specialist qual-
ifications. The hospital was ‘closed’ and no longer accessible, as were
most community hospitals, to all the practitioners in the city.®

Starr recommended that the number of honoraries be reduced and
that more resident medical staff be appointed to deal with all the med-
ical emergencies and accidents occurring in Newcastle. From 1934 he
personally practised both emergency and elective surgery, as well as
his administrative duties.® The local medical practitioners and the BMA
strongly opposed these moves. The doctors were concerned that they
would lose patients, while the BMA said that by engaging in surgery
Starr flouted its policies opposing salaried clinical services. In turn, Starr
criticised the honoraries and fee-for-service medicine, which gave pri-
ority to private work at the expense of hospital responsibilities.** The
hostilities between NH/RNH and the BMA lasted another thirty years.
However, Starr’s innovations, radical in medico—political terms,
opened the way for McCaffrey’s even more revolutionary measures.

Dr C. J. McCaffrey

In 1939, Starr resigned to join the army and Dr C. J. McCaffrey became
Medical Superintendent of Newcastle Hospital. McCaffrey was then
aged thirty-eight and had spent almost all of his professional career in
the hospital. Appointed in 1927 as a Resident Medical Officer, he then
became Resident Pathologist and later Resident Radiologist. Between
1932 and 1939 he often acted as relieving Medical Superintendent.*?
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McCaffrey had definite views about the future of NH. He told its
Board of Directors in 1943 that the hospital should provide adequate
care of the sick and the injured in terms of prevention, cure and reha-
bilitation. He predicted that NH would be the major hospital in
Newcastle, with a regional role for specialist services, and that it would
train resident medical staff and, significantly, specialists, and eventu-
ally the medical undergraduates of a future Newcastle university med-
ical school. He emphasised that the needs of the patient had the highest
priority, and rejected the view that the hospital was merely a work-
shop for doctors. For although doctors had a central place in the hos-
pital, modern scientific medicine required a team approach if its full
benefits were to be achieved.®* McCaffrey believed, however, that the
efficient operation of a hospital rested in the quality of management,
with a unity of control being essential. The strategies he employed to
create his vision of a modern hospital incorporated those views.

The possession of special knowledge

McCaffrey recognised that much of the power possessed by specialist
doctors was derived from their monopolistic ownership of scientific
medical knowledge, which gave them authority over boards of man-
agement and administrators. He believed that they had too much influ-
ence in determining the policies of public hospitals.** To strengthen his
managerial position McCaffrey equipped himself with a broad know!-
edge of scientific medicine. While he could not be expected to retain
the wide range of knowledge held by experienced physicians and sur-
geons, he was, nevertheless, informed enough to offer them a
formidable challenge. He developed his knowledge by reading widely
in most fields of medicine and was familiar with current English and
German medical literature (he taught himself to read German). He
could also claim some indeterminate knowledge, the knowledge that
comes from experience and practice.** Before becoming Medical
Superintendent, McCaffrey worked in pathology and radiology and
had a close association with the clinical material in both fields. In radi-
ology he was a consultant to all the medical specialties in the hospi-
tal. Although he lacked therapeutic experience his keen observations
of the performance of others and their mistakes gave him authority.
He could not only discourse freely with senior clinicians but also sug-
gest to them innovative approaches to clinical problems.*
McCaffrey’s knowledge gave him the legitimacy to provide expert
advice on medical matters to the Board of Directors. Furthermore, he
ensured that he was the directors’ only source of medical information.
He had arranged, in a manner which is not clear, to be the formal rep-
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resentative of the medical staff to the board.”” This was irregular; in
most other hospitals one or two senior doctors attended board meet-
ings as representatives of the medical staff association. The situation
engineered by McCaffrey meant that his recommendations to the board
were rarely obstructed by the medical staff.

Medical staff organisation

McCaffrey’s priority was to appoint senior medical staff to carry out
his designs for the hospital. He needed appropriately trained and for-
mally qualified specialists who were sympathetic to his philosophies
on hospital development. He believed that the honorary medical offi-
cers could not provide the level of services he required, as their avail-
able time was limited, they had unavoidable conflicts of interest, and
their independence might cause him trouble. In 1946, all honorary posi-
tions were declared vacant and McCaffrey was able to appoint selec-
tively suitable replacements.’* He began by appointing full-time
salaried specialists in a few key departments, for although he needed
honoraries in certain smaller specialties, such as dermatology and oph-
thalmology, his aim was to have predominantly salaried medical staff.
One quasi-salaried clinical position already existed. It was the post of
Deputy Medical Superintendent, which had extensive duties in emer-
gency and elective surgery as well as in administration.* In effect, this
combined position had been filled from 1934-39 by Kenneth Starr.

McCaffrey recruited his first new staff specialists in the late 1940s
and early 1950s. Fortunately there were interested, adequately quali-
fied doctors available who were looking for new challenges in medicine.
Disenchanted with what they had seen in the Sydney teaching hospi-
tals as medical students and junior resident medical officers, they were
disillusioned with the conservatism of the conventional teaching hos-
pitals with their rigid hierarchical structures. Many were of mature
age, having returned from war service, and all were interested in work-
ing in a new type of hospital. They anticipated being given clinical
responsibilities that would not have come to them in a teaching hos-
pital until they were much older,® and were willing, indeed enthusi-
astic, to join McCaffrey on his terms.

The first new appointees were in anaesthesia, pathology and tho-
racic medicine. As the positions in anaesthesia and pathology were
essential services that did not displace honoraries, they were grudg-
ingly accepted by the BMA.? Thoracic medicine was also acceptable
because the position involved looking after cases of tuberculosis, of
little interest to doctors in private practice. While McCaffrey began
cautiously, subsequent appointments presented much more of a chal-



Witnesses to 20th-Century Medicine: A Professor ‘Honorarius’ 121

lenge to organised medicine. The employment of salaried specialists
conflicted with the policies of the BMA, which declared the honorary
system the only suitable method of medical staffing for Australia. It
resolutely opposed the appointment of salaried specialists, except in a
few categories that did not compete with private practice.?

McCaffrey, however, took no notice of the BMA's objections and
continued to employ whom he wanted, thereby effectively preparing
the way for the appointment of medical staff who agreed with his views
on hospital organisation. In 1943 the board accepted his recommen-
dation that the hospital should engage in the training of specialists. In
addition, he established that the trainees, the registrars, had an intrin-
sic but not always an automatic right to a specialist position on the
staff.* Once registrars had shown they had fitted into the NH/RNH
pattern, had completed their training period and gained higher qual-
ifications, they were appointed staff specialists.

However, there was never a staff establishment plan. Specialists were
appointed either as they became available or to meet certain needs.
For example, Dr Holland, who had been a medical registrar, was
appointed as a junior specialist because the hospital wanted to estab-
lish a service in internal medicine in nearby Maitland Hospital. Having
become a Member of the Royal Australasian College of Physicians
(MRACP), his specialist qualification, Holland was advanced to the
status of full specialist.* There were at least fourteen specialists
appointed in a similar manner between 1947 and 1963.

In appointing the first staff psychiatrist in 1955, McCaffrey again
demonstrated his approach to recruiting compliant employees. With
no existing psychiatric service in the hospital, McCaffrey had no inter-
nal applicants. However, he did not appoint an experienced specialist
from outside to establish a new specialty, as many hospitals would have
done, for he did not want anyone who might challenge his views.
Instead he appointed as registrar a newly qualified psychiatrist on a
six-month provisional appointment. Having been judged suitable for
RNH, he was offered a permanent staff specialist position.*

McCaffrey also ignored the conventions followed by the large hos-
pitals in the rest of the State for making specialist appointments. He
rarely advertised positions and applicants were not scrutinised by selec-
tion committees. Instead, they were appointed by the board on the direct
recommendation of McCaffrey, who might occasionally consult the
director of the relevant department. In other large hospitals candidates
appeared before a selection committee that usually included external
members, often from the University of Sydney. The recommendations
of this committee were then reviewed by the Medical Appointments
Advisory Committee of the Hospitals Commission of NSW. The
NH/RNH, however, did not consult this advisory committee.?’
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McCaffrey’s methods of appointing staff specialists ensured that he
had a senior medical staff that supported his views. Even if they did
not, there were few mechanisms for objection. The staff specialists were
employees, not independent like honoraries, and answered to the
Medical Superintendent—an important component of his strategy of
unity of control. Although McCaffrey’s processes of recruiting staff
were criticised, his individual selections were sound. His appointees
were successful within the hospital, and many were recognised exter-
nally for their abilities by their election to prominent positions in the
medical and surgical colleges and State and national organisations.?

McCaffrey acknowledged that his full-time staff specialist scheme
was not original. The foundations of the scientific medicine of the twen-
tieth century had been laid down by salaried doctors in French and
German university hospitals in the nineteenth century.? Of more direct
relevance was the work of William Henry Welch in Johns Hopkins
Hospital and University in Baltimore, USA, in the early twentieth cen-
tury. Welch introduced the system of appointing full-time salaried med-
ical staff, which made possible the creation of a first-class hospital and
research establishment. His model was adopted across the USA mak-
ing that country the world leader in scientific medicine.* McCaffrey
freely acknowledged his debt to Johns Hopkins.

Executive roles for clinicians

McCaffrey believed that his concept of unity of control could also be
applied at a departmental level. He delegated managerial authority to
certain doctors, titled directors, who assumed executive responsibili-
ties for running their own departments and to whom the members of
the department were answerable. It was a new concept for clinical ser-
vices in Australia. Like many of McCaffrey’s plans it conflicted with
the BMA policy designed to protect the honorary system, in which all
doctors were equal with equal rights in regard to making departmen-
tal decisions. The policy stated that positions such as chief of staff or
clinical service director were unacceptable, except under certain rare
situations, for example, in a new department in a teaching hospital.**

The RNH’s department of anaesthesia and the operating theatres
was the first to have a full-time director, Dr Ivan Schalit, and was one
of the few positions to which McCaffrey appointed a senior person.
Central to the surgical services, the department used expensive resources
and was an area of confused and conflicting authority. Schalit was given
control of the allocation of the resources within the theatre and held
administrative authority.®> And, as he was already well qualified and
experienced in his specialty, surgeons were obliged to deal directly with



Witnesses to 20th-Century Medicine: A Professor ‘Honorarius’ 123

a doctor of equal professional status. Prior to this the surgeons, who
had always had the highest status in the area, had been dependent on
the senior nurse in charge for their access to operating space and time.
The anaesthetists, who had previously been largely the servants of the
surgeons, had also risen in status and power. Science and technology
had made them equal partners with surgeons in modern surgery.

Another clinician with considerable authority over his peers was the
Deputy Medical Superintendent and director of surgery, Dr J. J. Smyth,
who was delegated to monitor and control the admission and discharge
of patients in all beds in the hospital. Smyth ran the Bed Supervisory
Office and brought pressure to bear on his colleagues to manage beds
efficiently, particularly in the planning of patient discharges. He could
impose penalties for non-compliance, and doctors could have their
admission privileges removed if they did not cooperate.® By the end
of 1957, directors had been appointed in general medicine, respira-
tory medicine, surgery and orthopaedics,* and most departments had
directors by 1965.

Quality control

In virtually all Australian hospitals before the 1960s, the quality of
care provided to patients by the senior medical staff was not moni-
tored. Hospital boards, which were ultimately responsible for the con-
duct of the hospitals, had no assurances that the medical staff was
securing results that conformed to reasonable standards, or that each
patient was being treated with the degree of efficiency and safety they
had a right to expect. Although most doctors in the large public hos-
pitals were conscientious, they functioned as individuals and peer
surveillance was rejected. Nor were medical administrators permitted
to interfere in clinical matters.®

McCaffrey’s concern for the welfare of the patients led him to intro-
duce systems of quality assurance, which also served as a mechanism
of control. He began by improving the quality of the patients’ medi-
cal records—the main source of information about clinical processes—
and the adoption of a uniform nomenclature of disease. The patient’s
diagnosis was noted on the record chart with an indication of the out-
come of the treatment received. A doctor prepared a summary of the
admission events and a copy was sent to the patient’s general practi-
tioner.** McCaffrey also introduced dictating machines to facilitate the
recording of clinical information quickly and thoroughly. The machines
were first installed in the pathology and radiology departments, and
later in the operating theatres and medical records department. Dictated
material was typed by clerks well-trained in medical nomenclature in
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the clerical training school, another of McCaffrey’s innovations.*” In
the field of quality control, McCaffrey was a pioneer in Australia.
The improved and prompt system of documentation allowed for the
commencement of audits of surgical procedures in 1953. The surgeon’s
reason for recommending an operation was set against the results of
the pathological examination of the tissues removed (it was manda-
tory for removed tissues to be sent to pathology), and the data dis-
cussed in meetings of the surgical and pathology staff.** Auditing of all
departments’ clinical work became more feasible when the hospital
joined the Professional Activity Study of the W. H. Kellog Foundation
in Ann Arbor, Michigan, USA. Clerks in RNH extracted data from the
patients’ charts, which was correlated and analysed in the USA and
returned to Newcastle in a printed format for further examination.®
Weekly clinico-pathological meetings, ‘the death meetings’, were held
from 1953 onwards to discuss the cases of patients who had died and
to review their autopsy findings. The hospital had an autopsy rate of
80 per cent, which was considered highly creditable at the time.
McCaffrey and all the salaried medical staff attended under strong peer
and administrative pressures. These meetings were intended to be of
an educational nature but there was a danger they could become inqui-
sitional. Indeed, some believed that they were unfairly criticised by par-
ticipants at the meeting. Outside doctors also voiced complaints when
they discovered that their treatment was being censured without them
having been provided with an opportunity to defend their actions.”
There were other forms of performance surveillance too. Requests
for intravenous infusions of fluid and electrolytes and blood transfu-
sions were directed to a clinical pathologist as a consultation, and doc-
tors were obliged to justify these requests. Such a process provided a
second opinion on procedures that might be hazardous or expensive.
The results of microbiology and other pathology tests were also closely
monitored by the clinical pathologists. This system permitted the devel-
opment of uniform standards across the hospital, and a method of qual-
ity surveillance which provided data that was then accessible to other
members of the department, to the director and, ultimately, to the
Medical Superintendent.” An outside observer, who had been involved
in BMA-sponsored quality assurance programs in Australia, said that
RNH was light years ahead of any other hospital in quality assurance.*

Nursing

In RNH the matron, the head of the nursing service, was administra-
tively responsible to the Medical Superintendent, a relationship that
had been determined by the board of directors in 1937 during the super-
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intendency of Kenneth Starr.* From long tradition, nursing was admin-
istratively separate from the rest of the hospital and had a rigid hier-
archical structure that was very resistant to change. Such a situation
presented a challenge to a reforming hospital administrator who wanted
the nursing service better integrated into the hospital and more closely
under his control.

A particularly strong nursing unit was the hospital ward. This was
controlled by the ward sister who was the mistress of the household.
Responsible for the efficient running of the ward, she retained a con-
siderable degree of independence and contributed to the training of
the student nurses working under her. The large number of wards in
the hospital, and the different standards and approaches to ward man-
agement and to nurse training, made effective administration difficult.*

McCaffrey requested that the matron establish a dedicated nurse
education program to replace that of the ward sisters. This new depart-
ment, staffed by tutor sisters who introduced uniform teaching pro-
grams, allowed for the development of standardised nursing methods
and techniques that then operated throughout the hospital. This meant
that the Medical Superintendent could monitor nursing training and
promote coordination with other departments.*

The wards, which functioned independently, were reorganised to
handle the admission of new patients more efficiently. Previously, there
had been set admission days when patients were admitted to a ward
under the care of the honorary medical officer who ‘owned’ the beds
in that particular ward. This, however, had led to some of the wards
being overcrowded and the nursing staff overworked, while adjacent
wards were relatively idle. McCaffrey established ward groups—for
example, of medical, surgical and gynaecological beds—and patients
were admitted to an appropriate available bed. This spread the work-
load for the nursing staff more evenly and they worked more cooper-
atively.” The doctors were also affected, to the advantage of the
administration. They no longer ‘owned’ their specific number of beds,
which reduced their control of scarce hospital resources. It also meant
a reduction in status, as bed ownership had in the past been the pre-
rogative of the most senior specialists.

Patient care was further rationalised by the creation of a recovery
and intensive care ward. Here the more seriously ill patients could be
treated by specially trained nurses and their equipment could be con-
centrated. This area came under the control of the Director of the
Operating Theatres, another extension of the unity of control.”

McCaffrey held that nurses were valuable resources and that the
hospital should have the full benefit of their professional skills.
Traditionally, nurses had been involved in a number of duties—for
example, serving meals to patients, clerical tasks, acting as couriers,
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and various cleaning and housekeeping chores—that could more eco-
nomically be performed by others. McCaffrey allocated these duties
to lower paid clerical and domestic staff, thereby reducing the num-
bers of nurses employed.“® However, many nurses regretted the loss of
their traditional roles, and thought that the hierarchical structure of
nursing had been disturbed by giving the lowly duties of cleaning walls
and sinks, previously relegated to the most junior nurses, to non-nurs-
ing staff. A senior nurse claimed that the foundations of nursing were
threatened in RNH, because nurses had been stripped of their power
and responsibilities. But nurses also gained status under McCaffrey’s
policies. Senior nurses were sent on management courses and met reg-
ularly with McCaffrey to discuss nursing organisation and education.
And with their enhanced professional roles, nurses became relatively
much less subservient to doctors.*

McCaffrey kept as tight a control on the appointment of senior
nurses as he did on that of doctors. On the selection of an internal
candidate for the position of matron, he said:

We have affected probably more reforms in nursing than in any other
Australian hospital. Nursing administration has radically altered. There is
still a long way to go... It would be a tragedy at our stage of development
to get someone who knows little of the history of what we are doing and
who might try to put a brake on what is happening. Miss Porter (who was
appointed) will carry along the present policy quite well.*

The dietary department

McCaffrey’s innovative changes extended beyond the medical and nurs-
ing staff. He believed that nutrition and the supply of food were impor-
tant issues in patient care. The dietary department, which had been
established by Starr, provided the most specialised of the non-medical
activities in the hospital. McCaffrey expanded and strengthened the
department, and employed science graduates with diplomas in dietet-
ics to act as nutritional consultants. They planned the composition of
meals for all the patients and formulated diets for those with special
needs, for example, patients with diabetes or coeliac disease. A staff
specialist, a gastroenterologist, supported the dietitians and provided
a monitoring process which ensured that requests from doctors for spe-
cial diets were justifiable, another form of clinical surveillance. The
gastroenterologist was accorded the right to question doctors’
requests.® The dietitians were in charge of the kitchens and employed
dietary aides to serve food in the wards, taking the task from the nurses.
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The head dietitian reported directly to the Medical Superintendent,
which brought a unity of control to a major service with duties through-
out the hospital.

Imprest systems as management tools

McCaffrey referred to imprest systems as tools of management that
improved efficiency and allowed better surveillance of critical hospital
activities. He introduced imprest systems for the supply of various goods
to the wards, operating theatres and outpatient departments. Prior to
their introduction, the nurses in charge ordered supplies and controlled
their distribution from multiple locations across the hospital.

Bed linen, for example, had been a particular problem. Wards tended
to hold large supplies of bed linen in cupboards beyond the effective
reach of any central accounting and control system. To counter this,
McCaffrey established laundry as a separate service responsible to hos-
pital executives through the supply services. After investigations had
established the daily usage of linen, the staff of the laundry delivered
only what was needed for the following twenty-four hours. The new
system resulted in better control of the use of linen and prevented waste-
ful hoarding.® Other imprest systems were also implemented. The phar-
macy used them for the distribution of drugs to the wards and
outpatients department, while the stores department used them for the
supply of stationery.*

A central sterilising system

McCaffrey also developed a centralised system for the sterilisation of
instruments, dressings and other materials. Previously these procedures
had been carried out in the wards and operating theatres, but with the
need for more stringent quality control this became no longer efficient
or safe. The Central Sterilizing Department (CSD) was under the con-
trol of a graduate in bacteriology, who reported directly to the Medical
Superintendent. The functions of the department included cleaning
instruments, autoclaving, chemical sterilisation and the packaging of
the sterile products. All were processed in an industrial manner on an
assembly line, and users were provided with the materials on an imprest
system.

McCaffrey used the CSD for clinical surveillance, as he was con-
cerned about the problems of hospital-acquired infection. He believed
that the inappropriate use of antibiotics was an important cause of
such infection and sought to limit their use. He gave the CSD respon-
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sibility for the storage and dispensing of both oral and parenteral antibi-
otics, usually the role of the pharmacy. McCaffrey believed that the
CSD and its manager, who was under his control, provided a better
means of monitoring antibiotic usage than the pharmacy. The CSD
collected data on how doctors ordered antibiotics, along with their
reasons, and sent reports to the clinico-pathological meetings where
they were critically examined.

McCaffrey and the Board of Management

The Board of Management was the body responsible for the proper
conduct and performance of RNH. Board members were appointed
by the Minister of Health, ostensibly to represent the people of the
region. There were, however, no doctors on the board, a policy estab-
lished by the New South Wales Hospitals Commission which covered
most public hospitals. McCaffrey acknowledged the governing role of
the board but believed that it lacked skills in hospital administration.
He knew that boards elsewhere had thwarted the efforts of chief exec-
utive officers and interfered with processes of management. Some board
members pursued their own ambitions, and often the medical staff had
too much influence.*

McCaffrey was firmly convinced that if a hospital was to be effi-
ciently managed there had to be a unity of control with the chief admin-
istrator in charge;* he did not want his authority to be challenged by
anyone. Using his knowledge of medical matters, his skills in business
management and his dominating personality, McCaffrey was usually
able to persuade the board to support his recommendations. He had
also gone to great lengths to ensure that he was the only medical adviser
to the board.

With the establishment of the staff specialist system there were rel-
atively few honoraries on the staff of RNH. However, McCaffrey
sought to further reduce any risk that these independent practitioners
might adversely influence the board by ensuring that their number
remained small. Thus, although RNH had the best facilities for patient
care in Newcastle—usually an attraction for specialists in private prac-
tice to join the staff—McCaffrey discouraged them from joining the
hospital by refusing to have special wards set aside for their private
and intermediate patients.*” He instituted the one doctor, one hospital
policy, which dictated that honoraries on the staff of RNH were not
allowed to have a similar position at another public hospital. As a
result, a number of doctors chose to abandon their attachment to RNH,
although others did stay on, prepared to tolerate McCaffrey’s author-
ity. The policy created further serious rifts between the hospital and



Witnesses to 20th-Century Medicine: A Professor ‘Honorarius’ 129

the medical profession in the city. The BMA intervened but could not
convince the board or the superintendent to repeal the policy.*

McCaffrey sought to diminish the credibility of the honoraries and
their representative body, the BMA, in the eyes of the board members.
He told them he suspected that certain honoraries and other doctors
outside the hospital had inferior clinical skills and dubious ethical stan-
dards. He also voiced his poor opinion of doctors who engaged in fee-
for-service private practice; they were, he argued, self-serving and only
interested in making money. McCaffrey claimed that many doctors
were guilty of carrying out unnecessary operations and were, there-
fore, reluctant to participate in surgical audits that would reveal ‘their
unsavoury work’. He informed the board that ‘a surgeon received three
guineas for an honest opinion, and fifty guineas for an operation’.®

McCaffrey convinced board members (and the staff specialists) that
RNH was under siege, and that the innovative practices developed at
the hospital were being attacked by ignorant conservative medical
forces in Newcastle and Sydney. He claimed that his staff specialists
were often unfairly criticised for their clinical enterprises. His aim was
to create a closely knit institution, with the board, the superintendent
and the staff specialists isolated but united against a hostile medical
world.®

Until near the end of his superintendency the board repeatedly
expressed confidence in McCaffrey and his methods of administration.
For example, in 1953 it strongly reaffirmed its support of his recom-
mendation to employ full-time medical staff.®* In 1960 it noted that
‘(McCaffrey) is the CEO... to him is owed to a great degree all that
been built up at RNH’.®2 But by early 1964 the tone of the board’s
minutes began to change, and adverse comments about McCaffrey’s
management style were recorded. Up until that time, however, he dom-
inated the board.

McCaffrey’s achievements

McCaffrey developed hospital management systems that were unique
in Australia. More than twenty years later their validity has been
endorsed through their adoption as standard practices in many hos-
pitals. By placing the welfare of patients first, McCaffrey assigned the
medical staff to a position in which their professional ambitions took
second place to patient care. For his chosen staff specialists that was
not a problem. Until the early 1960s most of them worked at RNH
with professional satisfaction, developing and delivering valuable clin-
ical services. Between 1949 and 1964 thirty-two staff specialists came
to Newcastle because they wanted to work in McCaffrey’s hospital.
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Many stayed through much of that period, while others left to go into
private practice or other positions. There were, however, a few who
could not tolerate what they saw as McCaffrey’s ‘brain-washing’, and
left.®

McCaffrey successfully established the staff specialist system in the
face of intense opposition from organised medicine, which ultimately
had to acknowledge that ‘the full-time’ specialist was necessary to
develop a modern scientific hospital. Under McCaffrey’s guidance his
staff specialists developed a number of clinical services—including the
treatment of diabetic coma and peptic ulcers and geriatric care—that
came to be generally accepted, although some were, at first, contrary
to prevailing practices. McCaffrey also set up programs that measured
the quality of the services provided by the medical staff, and in this
field he was a leader in Australia.* In addition, he developed programs
of training for junior medical staff. The high quality of these was
acknowledged by the large numbers seeking appointments and
through the endorsement of the Post Graduate Committee in Medicine
based in Sydney.®® The programs produced both well-trained general
practitioners and doctors who would fit McCaffrey’s criteria for
employment as staff specialists.

Moreover, McCaffrey was a pioneer in the application of business
and commercial methods in the running of a hospital in Australia. He
had closely studied the subjects himself and employed consultants who
assisted in the development of many of his initiatives, including the
Central Sterilizing Department, the imprest systems, the organisation
and processing of medical records, and the management of the oper-
ating theatres.®

McCaffrey received external recognition as a medical administra-
tor, and was invited to be a member of the Board of the Benevolent
Society of NSW and the Royal Hospital for Women, Sydney.®” Malcolm
T. MacEachern, a professor of hospital administration from North-
western University, lllinois, USA, who visited RNH in 1953, described
McCaffrey as one of the finest hospital administrators in the English-
speaking world.*®®* McCaffrey had built a hospital that provided an effi-
cient and economical health service for the people of Newcastle, an
achievement acknowledged by an editorial in the major Newcastle
newspaper which said RNH was always highly esteemed in the com-
munity it served. Newcastle residents were proud of their institution
because it was progressive and distinctive, and attracted praise through-
out Australia and abroad.®

McCaffrey’s hospital was frequently deemed to be a socialist insti-
tution, a judgment of praise by some but a damning accusation by oth-
ers. While McCaffrey admitted it could be seen to be so, he was not
asocialist in a politcal sense.™ After the end of the experiment at RNH,
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the Liberal Leader of the Opposition in the NSW Parliament, R. W.
Askin, claimed it had been an expensive exercise in socialist medicine
launched by the Labor government.” However, all the evidence sug-
gests that the experiment was conceived and carried out by McCaffrey
alone. A board member, writing in a celebratory book published by
McCaffrey’s admirers, stated that:

The central figure in the evolution of RNH was McCaffrey... [he created]
a most dynamic institution in which nothing that happened was not under
constant medical, financial and administrative review, with McCaffrey
involved at the centre of the action, on all fronts.”

However, eventually problems developed which brought his governance
and his experiment to a close. In 1964 the NSW Minister of Health
dismissed the board of directors and appointed an administrator.
McCaffrey was set to one side and resigned a year later. A number of
factors contributed to the end of his notable career, prominent among
them were serious flaws in his character.

McCaffrey, the man

McCaffrey had a commanding presence both physically and intellec-
tually. He was flamboyant, stimulating and confronting. Both his
admirers and his enemies—and he made many of both—agreed that
in his prime he was an outstanding leader and team-builder. His depth
of knowledge of medicine was exceptional. An excellent teacher, he
used a dialectical approach, and was considered most skilful in guid-
ing his medical staff to solve organisational and clinical problems for
themselves. He was persuasive and very good at putting thoughts into
people’s heads.” However, he ruled with a rod of iron and was quite
inflexible. Often rude, irritable and subject to violent outbursts of anger,
McCaffrey would not tolerate any deviation from his policies, and those
who came to question them were obliged to leave the hospital. He was
a person who people either loved or hated.™

On the evidence of board members McCaffrey was unscrupulous
in circumstances which he considered critical to his maintenance of
control. The board complained that they were not fully informed about
vital hospital events, and that the minutes of their meetings were cen-
sored by the medical superintendent, with some even rewritten in a
way favourable to McCaffrey. The chairman, however, signed the min-
utes as correct because he was dominated by McCaffrey.” It is signif-
icant that in the middle of 1962 the board requested a stenographer
attend board meetings.™



132 R. G. EVANS

McCaffrey was unforgiving and unjust to his critics.” His suspicious
nature lost him many of his previously faithful friends, a loss he did
not seem to care about, and made him many bitter enemies.” Yet one
staff specialist described him as gentle, shy and gallant—but, never-
theless, rude—and said that he and his colleagues were, with some
exceptions, ‘a cohesive family, like a group of favoured sons with
McCaffrey the father figure’.”

In 1960 McCaffrey’s private life changed dramatically when his wife
died in tragic circumstances. She had been a source of great strength
to him, providing softness and stability in his relations with the peo-
ple around him, including his staff specialists. Following her death he
was extremely lonely, and in 1963 he married again.® It was during
these few years that McCaffrey’s associates noticed changes in his per-
sonality which adversely affected the running of the hospital.

The RNH dispute

In the early 1960s tensions arose between McCaffrey and the board,
particularly over unresolved problems about the staff specialists’ rights
of private practice. Another serious dispute concerned a board deter-
mination that all patients who attended the outpatients department
and casualty should be seen by a specialist. The service was never effec-
tively established: the board blamed McCaffrey and he blamed cer-
tain staff specialists.® Board members began to question their previous
trusting relationship with McCaffrey, with one declaring that ‘until the
last feww months the board has always been a rubber stamp’.®?

Among the staff specialists, two factions emerged. Some remained
loyal to McCaffrey, and accused the deputy superintendent of plot-
ting to overthrow him.® But others were concerned both about his per-
formance in management and that his personality had changed, using
words such as paranoic and schizophrenic to describe his behaviour.
There were a number of bitter disputes with staff specialists who had
previously been his friends and admirers.

In this disturbed environment McCaffrey became subject to a seri-
ous conflict of interest. Throughout his time at RNH, he had imposed
strong ethical principles and standards of clinical practice on his med-
ical staff, which they had willingly accepted. In particular, he had advo-
cated the sparing use of antibiotics and opposed unnecessary
operations. However, McCaffrey’s new wife, Dr Doreen Birch, an ear,
nose and throat surgeon who had been appointed a staff specialist in
1962, used antibiotics liberally. She also frequently performed tonsil-
lectomies, which McCaffrey included in his list of unnecessary and dan-
gerous operations. Birch had even carried out the operation on seven
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members of the one family in a week.** One of the few staff members
to come from outside the hospital, she did not undergo the usual period
of induction into the philosophies of RNH and ignored many of her
husband’s principles.

The immediate event that brought about the board’s dismissal and
McCaffrey’s removal from power came when Birch asked her husband
to dismiss her registrar, which he did. Birch claimed that the registrar
had failed in his duty by not informing her about certain problems
with one of her patients. However, a number of staff specialists and
some board members considered Birch to be in error, and McCaffrey’s
actions unfair and unethical as he should not have sat in judgment on
a matter which involved his wife. The episode widened the existing
divisions within the hospital and the board, unable to resolve them,
was discharged by the Minister for Health.®

There were other circumstances, too, that contributed to McCaffrey’s
demise. Chief among them was that he no longer held the authority
of unique knowledge, one of his most useful means of control. The
rapid advances in medical science during the 1950s and 1960s made
it impossible for one person to keep up to date, even a person as ener-
getic as McCaffrey. Some of his staff began to question his previous
claims to knowledge, suspecting that he used the information derived
from his extensive reading either selectively or with bias. They sug-
gested he chose that which supported his arguments, and rejected that
which conflicted. A particular example concerned the care of prema-
ture infants. McCaffrey had rigid views on the care of new-born babies,
believing they should not be artificially warmed, nor that infant incu-
bators be used. He never revealed the source of the data supporting
his views, but was fixed on non-intervention despite well-established
scientific data showing that careful warming increased infant survival.®®

The problems at RNH were enhanced by its self-induced isolation.
Sir Theodore Fox, editor of The Lancet, visited Newcastle in the course
of a tour of Australian hospitals. He later recorded that although the
RNH was a model of an efficient State institution, it was also ‘an iso-
lated professional enclave at great risk of persisting with obsolete and
irrelevant policies’.®’

The Hospital Commission inquiries

The Hospitals Commission of NSW held an inquiry into the circum-
stances leading to the dismissal of the board. However, the commis-
sion investigators were not able to determine clearly any single cause
of the problems. While they acknowledged McCaffrey’s abilities and
his contribution to the development of RNH, they found he had
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assumed powers greater than he should properly have possessed. The
board, too, was at fault for allowing this situation to arise. The inves-
tigators stated that the board had little appreciation of its proper func-
tion and should have set up committee systems, including a medical
advisory committee, to broaden its access to information without which
it could not make balanced management decisions.®

Throughout the inquiry, many staff specialists became emotionally
distressed by the investigators’ questions. They seemed so disturbed
by the events that they could not offer, quietly or rationally, any clear
explanation of what had happened. It was as though a previously united
family had disintegrated in a distressing divorce.*® A specialist loyal to
McCaffrey claimed that the breakdown was inevitable and that the
system of management would have collapsed, even without the episode
precipitated by Dr Birch. The hospital had grown too big and unsta-
ble.*® There were then multiple causes for the conflicts in RNH, some
related to changes in medicine itself, some to the institution and some
to the flaws in McCaffrey’s character.

One can speculate that the model McCaffrey chose for NH/RNH,
and his own career in medical administration, was the German hos-
pital medical school of the nineteenth and early twentieth centuries.
Such schools were powerful and relatively autonomous, with doctors
paid by the state and thus not dependent on students’ fees or private
practice. This left them free to pursue their scientific and clinical careers
in an environment in which strong entrepreneurial and competitive spir-
its were encouraged.® In particular, the head of a school—the profes-
sor honorarius—was ‘a lord within his own kingdom’, which would
have provided an irresistible model for a man with such an obsession
for control. It has also been claimed that the German schools were
successful because they were led by outstanding personalities with the
capacity to build institutions in which collaborative work could occur.*
By these criteria McCaffrey could be well satisfied that he emulated
his model. However, he failed sadly when it came to engendering dis-
ciples to continue his creative work. He also failed because he did not
disseminate his ideas, which was unfortunate as he had a broad knowl-
edge of medicine and long experience in hospital administration.
McCaffrey had much to offer Australian medicine yet he published
virtually nothing.

Abraham Flexner, the American educator commissioned by the
Rockefeller Foundation in the early twentieth century to inspect med-
ical schools in the USA, Canada, the UK, and Europe, commented
adversely on the role of authority in the German schools. He believed
that the rigid hierarchical structure would not be acceptable in the USA
and Britain, and was counter-productive to effective research. In addi-
tion, having the professor as demigod with too much power often left
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junior staff very unhappy in their work.** Flexner’s remarks are appo-
site to Australian medicine, where doctors were also highly antago-
nistic to such authority. It is not surprising that McCaffrey’s experiment
in control foundered. That it worked for a time was due to his skills
of persuasion and a group of disciples willing to explore new ways of
providing better medical care.

Conclusion

In a period of fifteen years McCaffrey took the NH/RNH from a
provincial hospital, staffed largely by general practitioners, to an organ-
isation with the most advanced administrative systems in Australia
offering specialist medical and surgical services oriented to the needs
of patients and to efficiency and cost-effectiveness—bywords in pub-
lic hospitals at the beginning of the twenty-first century. The German
model and the concept of unity of control were effective in the early
stages of development, and in forging a cohesive system of medical
staffing. However, they did not work as the hospital grew larger and
the staff specialists matured professionally, outgrowing their depen-
dence on their hospital ‘father’. Nor was the German culture of dis-
cipline and control appropriate in Australia. McCaffrey failed
personally when he abandoned the strong principles for which he was
admired and often feared. The mixture of motives, incompatible ambi-
tions and the vexatious vested interests, combined with the human flaws
of the creator of the hospital, were sufficient to cripple it for a time.
However, many of the innovative systems developed by McCaffrey
endured long after his departure from the Royal Newcastle Hospital.
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